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Abstract: This study analyzes the profitability of investment in poultry egg production in 
Iwo Local Government Area (LGA) of Osun State. Multi-stage sampling technique was 
employed to select 100 poultry egg producers for this study. Data were analyzed using farm 
budgetary techniques and ordinary least square regression model. The descriptive results show 
mean values of 39 years, 8 years and 5 persons for age, years of experience and household size, 
respectively. The ordinary least squares regression estimates revealed that medicines and 
veterinary charges, feeds, hired labour and flock size significantly influenced poultry egg 
production. An average cost of N 770,557 was incurred by the farmers while gross margin of 
N851,148 and the net returns of N 546,823 were realized. The result further revealed that the 
gross ratio, profitability index and operating efficiency were N1.71, N0.71 and N0.61, 
respectively. The study concluded that investment in poultry egg production is profitable and the 
producers were efficient in their use of productive resources. However, poultry egg production 
would be more profitable, if the costs of feeding could be controlled. Therefore, the agricultural 
programmes should focus their attention on ways farmers could be trained on poultry feed 
preparation to substantially reduce the cost of feeding which represents the highest component of 
the variable cost of poultry egg production. Also, labor management practices should also be 
encouraged so that farmers further reduce costs by expending labor only on necessary activities.  




 Poultry takes a fundamental position among livestock-based vocations because 
of its enormous the contribution to the revenue of Nigeria (Afolabi, 2013). The Nigerian 
poultry sub-sector has a great potential for many reasons. The sub-sector is chiefly 
important in the provision of meat and egg as well as the provision of employment either 
directly or indirectly. Nigeria poultry industry provides about 15 to 18% employment 
opportunities to the populace. This is ascribed to the fact that the production cost per unit 
of poultry keeping is low relatively to other types of livestock and returns to investment 
is high.  Thus, producers need just a small amount of capital to start up a poultry 
production. Among poultry product, poultry egg is considered to be more pleasant 
because it has low cholesterol level and high protein value (Afolami et al., 2011). Poultry 
egg provides about 3.5 g of the total 7.2 g animal protein requires for individual dietary 
need per day. 
 Poultry eggs have a lot of uses aside its domestic consumption (Tijani et al., 
2006). They are used for manufacturing confections, baking products, ice cream, 
cosmetics among others. Egg shell could also be used for production of calcium (NLDC, 
2000). Despite the versatile benefits and enormous demand for egg, its production has 
been fluctuating in Nigeria. In few years past, though poultry egg production witnessed 
significant increase, but it has not been impressive. Currently, the output level of egg 
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production remains low compared to the input committed (Adepoju, 2008; Ayinde et al., 
2012). This makes local demand and supply not to match each other with reported egg 
imports of 730 million in 2000 (USDA, 2001) and by 2012 the United States exported 
about 500,000 dozen of eggs to Nigeria (USDA, 2013). 
 This problem is attributed to the production performance of poultry egg 
production in Nigeria. The production performance of poultry egg production in Nigeria 
is very low and has been attributed to a lot of factors (Akerele et al., 2018). Such factors 
include the high cost of feed, outbreaks of diseases, and marketing problems (Nmadu et 
al., 2014).  The main constraint faced by poultry egg producers is inefficiencies in the 
use of farm inputs (labour, feed, and cost of equipment) among others. This situation has 
forced many small-scale poultry farms to close down. It also makes expansion very 
difficult and new producers find it hard to start the business. Generally, for farmers to 
achieve high performance in production, they have to use the inputs available at their 
disposal efficiently (Udoh and Akintola, 2001). Thus, poultry production requires wealth 
of skills and experience in the management of the enterprise. A poultry farmer should 
hence be skillful in planning and executing the plans in order to maximize profit and 
ensure the enterprise performs well.  
 To this end, examining the profitability of investment in poultry egg production, 
which measures the extent resources already committed to the poultry egg production 
yield profit, will go a long way in bridging gap in knowledge on the subject matter. It 
will also help policy-makers to implementing policies to ensuring profitable poultry egg 
production in the area of study and in the country at large. Therefore, the study analyzes 
the profitability of investment in poultry egg production in Iwo Local Government Area 
of Osun State. Specifically, it describes the socio-economic features of poultry egg 
producers; determines the factors influencing poultry egg production; and analyzes the 
profitability of investment in poultry egg production. 
 
MATERIALS AND METHODS 
 
  Area of study: The study was carried out in Iwo Local Government Area of 
Osun State. The area is located at the western part of Osun State and it’s headquartered 
at Iwo. Iwo lies on latitude 70 3l and longitude 40 9l. It shares boundaries with Oyo town 
at a distance of 36km away, 48km away from Osogbo and 44km away from Ibadan. The 
Local Government falls within the vegetative zones of dry forest savannah covered with 
long grasses and trees especially Acacia. The area is predominantly inhabited by Yoruba 
with few Hausa, Igbo, Fulani and their major occupations are farming and trading. Iwo 
indigenes engage in various livestock farming; however, poultry production dominates 
the livestock production in the area. 
 Sampling procedure: A two-stage sampling technique was employed to choose 
respondents for this study. In the first stage, simple random sampling technique was 
employed to select five villages from Iwo Local Government Area. While, in the second 
stage, simple random sampling technique was employed to choose 20 poultry egg 
producers at the village level. In all, 100 poultry egg producers were selected for this 
study. 
  Analytical techniques  
 Farm budgetary technique and ordinary least square regression model were used 
to analyze data collected.  
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 Ordinary least square regression model: Factors influencing poultry egg 
production were determined using ordinary least square regression model. 
 The model was implicitly specified thus: 
Y =β0+β1Χ1+ β2Χ2+ β3Χ3+ β4Χ4+ β5Χ5……… β6Χ6   …  1 
Where:  
Y = Poultry egg (kg)  
 The explanatory variables are: X1 = Employed labour (man-day/hour); X2 = 
Flock size (number); X3 = Transport cost (Naira); X4 = Medicine and vet charges (Naira); 
X5 = Feed (kg); X6 = Electricity charges (Naira); ei= Error term.  
 In the model, different functional forms such as linear, semi-log, double-log and 
exponential functions were explored.  However, the double log functional form was 
selected as the lead equation based on econometric criteria (T-test, F-statistics, and R2), 
number of significant variables and the a priori expectation of the signs of the 
coefficients.   
 Farm budgetary analysis: This was used to estimate the cost and returns to 
poultry egg production. The Net Farm Income (NFI) was employed to estimate 
profitability.  
The model is expressed according to Tijani, (2007) as follows:  
NFI = GI – TVC      …  2 
Where,   
NFI = Net Farm Income (N)/ crate; GI = Gross Income (N)/ crate; TVC = Total 
Variable Cost (Naira); TFC = Total Fixed Cost (Naira) 
The net profit is expressed as:  
π = TR – TC         …  3 
Where,  
π = Net profit; TR = Total revenue; TC = Total cost 
 Measure of production performance: The production performance was 
measured by efficiency. This involves the use of efficiency ratio, profitability ratio and 
operational efficiency specified as follows: 
i. Efficiency ratio (ER) = TR/TC    …  4 
ii. Profitability ratio (PR) = π/TC    …  5 
iii. Labour efficiency     …  6 
iv. Rate of return      …  7 
v. Operating expense ratio    …  8 
 
RESULTS AND DISCUSSION 
  
Socio-economic features of the poultry egg producers: The socio-economic 
features of poultry egg producers are presented in Table 1. The average age of 
respondents is approximately 39 years. This implies that the poultry egg producers are 
within the active, energetic and productive age. Most of the respondents (68%) are male. 
This shows that male dominates egg production in the area of study. This conforms to 
the findings of Folorunsho et al. (2016). Majority of the respondents (74%) are married. 
This could indicate high level of commitment to the business in order to meet up with 
the responsibility of the family (Oladeebo and Ambe-Lamidi, 2007). The average 
household size of the respondents is approximately 5 persons. This could indicate the 
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availability of labour for poultry egg production. Majority of the respondents (85%) had 
formal education. This implies that the literate farmers are involved in poultry egg 
production. The average years of experience is approximately 8 years. This implies that 
the farmers are fairly new in the business of poultry egg production. 
          
  Table 1 
Socio-economic features of poultry egg producers 
Variables  Poultry egg farmers 
Male (%)  68 
Age (years)  39.18(±11.46) 
Married (%)  74 
Household size (#)  5.40 (±2.14) 
Formal education (%)  85 
Years of farming experience   8.27(±7.14) 
 
 Factors affecting poultry egg production: The factors affecting poultry egg 
production are presented in Table 2. Double log model was selected as the lead equation 
after running all the functional forms. The F-value, 23.9, showed that the model is of 
good fit.  R2, 0.648, implies that 64.8% of the variation in the dependent variable is being 
described by the independent variables. From the Table, medicines and veterinary 
charges, feeds, hired labour and flock size significantly influenced poultry egg 
production. All the coefficients of significant variables had positive signs. This implies 
that increase in any of these variables increases poultry egg by the magnitude of their 
coefficients; 0.603 units for medicines and veterinary charges, hired labour (0.034), 
flock size (0.224) and feeds (0.124) units. This result supports the findings of Ayinde et 
al. (2012) and Nmadu et al. (2014). 
          
  Table 2  
Factors affecting poultry egg production 

























































R2 value 0.586 0.537 0.648 0.499 
Agricultura                                                                               no. 1 - 2 (117-118)/2021                                                                                     Agriculture  
- 120 - 
Adjusted R2 value 0.556 0.504 0.620 0.463 
F-value  19.579*** 16.044*** 23.890*** 13.767*** 
Note: ***p < .01, ** p < .05, * p < .10. Values in parenthesis are t-ratios. 
 
 Profitability of investment in poultry egg production: Table 3 presents 
profitability of investment in poultry egg production. The analysis comprises the costs, 
returns and net farm income of the poultry egg enterprise in the last production cycle. 
The feed cost incurred per production cycle in the study area is N 308, 625 representing 
40.1%. This compared favorably with the findings of Okafor et al. (2006) and Adepoju 
(2008) that the feed cost is the major important cost element in poultry egg production. 
The cost of disease prevention and treatment is N 12, 575 representing 1.6% while the 
cost of day-old chicks is N 103, 770 representing 13.5%. Also, the cost of vaccines is N 
4, 915 representing 0.6% while the cost of disinfectant is N 3165 representing 0.4%. The 
cost of energy is N 12, 062 representing 1.6% while N 12, 095 represents the cost of 
transportation. Finally, the cost of litter materials is N 8, 825 representing 1.1%, and 
depreciated fixed cost was N 304, 325 representing 39.5%. The summation of these costs 
gave a total variable cost of N 466, 232 and a total production cost of N 770, 557. The 
total revenue obtained from the product of output (eggs and culled layers) is N 1, 317, 
380. The gross margin for all respondents is N 851, 148 representing 64.6% of the total 
revenue. The gross return per naira invested is N 1.71. This result shows that poultry egg 
producers were efficient in egg production. This finding is consistent with Nmadu et al. 
(2014). The net farm income obtained is N 546, 823 representing 41.5% of the total 
revenue. The size and the positive value of the net farm income means that the poultry 
egg producers were able to cover their total expenses with the level of net farm income 
obtained. Also, they have a sizeable proportion as return to their investment. These 
measures of performance indicate business of poultry egg production is viable and 
profitable. This result corroborates the findings of Mere et al. (2017).  
          
 Table 3 
Profitability and production performance of poultry egg farming 
Item Value (NGN) % of Total cost 
Variable cost   
Feed cost 308,625 40.1 
Chicks  103,770 13.5 
Medicine and Vet. Charges 12,575 1.6 
Vaccines 4,915 0.6 
Disinfectant 3,165 0.4 
Fuel/Electricity 12,062 1.6 
Transport 10,095 1.3 
Litter materials 8,825 1.1 
Other costs 2,200 0.3 
Total variable cost (TVC) 466,232 60.5 
Fixed cost   
Depreciation 145,325 18.9 
Permanent labor 159,000 20.6 
Total fixed cost (TFC) 304,325 39.5 
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Total cost (TC) 770,557 100 
Revenue   
Bird sold 860,050  
Egg sold 457,330  
Total revenue (TR) 1,317,380  
Gross margin (TR-TVC) 851,148  
Net income (TR-TC) 546,823  
Gross return per naira invested (TR/TC) 1.71  
Net income per layer         486 
Profitability ratio            0.71 
Operating efficiency         0.61 
 
 
 Measure of production performance by efficiency: The operating efficiency 
which is equally the production performance of the respondents in the study area is 0.61. 
This means that 61% of the total cost is expended on variable inputs. The implication of 
this is that poultry egg producers will survive both in the short and long run because the 
resources engaged in its production were efficiently utilized 
CONCLUSIONS 
 This paper investigated the profitability of investment in poultry egg production. 
The study concluded that majority of the poultry egg producers are male and at their 
active and productive age. Ordinary least square regression model revealed that 
medicines and veterinary charges, feeds, hired labour and flock size significantly 
influenced poultry egg production. The business of poultry egg production is profitable 
and viable. Poultry egg production would be more profitable, if the costs of feeding could 
be controlled.  However, farmers were efficient in their use of productive resources. In 
view of the above conclusion, the following are recommended: 
i. The agricultural programmes should focus attention on ways farmers could be 
trained on poultry feed preparation to substantially reduce the cost of feeding which 
represents the highest component of the variable cost of poultry egg production. 
ii. Also, labor management practices should also be encouraged so that farmers 
further reduce costs by expending labor only on necessary activities.  
iii. Poultry egg production should be integrated as a vital component in government 
programs geared towards empowerment especially for the teeming unemployed youths 
in Nigeria due to its profitability. 
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